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Veterans Homes Board

AGENCY CAPITAL BUDGET REQUEST

Strategic Planning Summary

Fiscal Years 1998-2003
Dollars in Thousands ($137,500 = $138 thousand)

AGENCY MISSION STATEMENT:

M.S. 198.01 charges the Veterans Homes to "provide nursing care and related
health and social services to veterans and their spouses who meet eligibility and
admission requirements." Veterans eligible for admission to our homes must have
either "served in a Minnesota regiment or have been credited to the state of
Minnesota, or have been a resident of the state preceding the date of application for
admission." Roughly 1 of every 8 Minnesotans meets this criteria. Spouses of
eligible veterans are also eligible for admission if they are "at least 55 years of age,
and have been residents of the state of Minnesota preceding the date of application
for their admission." Veterans or spouses must be unable by reason of wounds,
disease, old age, or infirmity to properly maintain themselves.

All applicants that are eligible for admission to our homes are reviewed by our
admissions commitiees. The admissions committees assess each applicant’s
needs to determine if placement is appropriate in our homes and if we can meet the
applicant’'s medical, physical, and social service needs.

Almost 250,000 of Minnesota’s veterans are over age 65 today and therefore
increasingly frail and needy. According to Veterans Administration (VA) studies,
25% of veterans who need to be placed in a long-term care setting will experience
behavioral and health problems which will make them unsuitable candidates for
placement in contemporary private long term care facilities. When a private long
term care facility cannot meet the needs of a difficult to care for elderly veteran, that
resident is moved out of that facility and forced to try to find another facility willing to
attempt to provide care. Each time a long term care resident is moved from one
facility to another, a destabilizing and disorienting stress is created that reduces that
resident’s remaining life expectancy by about 6 months.

The current Minnesota Veterans Homes Board of Directors was created in 1988 to
bring the Minneapolis and Hastings Veterans Homes into compliance with local,
state, and federal regulations; to write rules for the operation of the homes; to
develop a geriatric research and teaching mission for the homes; to develop and
implement new skilled care facilities in Silver Bay and Luverne; and to oversee
management and operations of the facilities into the future. A fifth home, in Fergus
Falls, is scheduled to begin taking residents in January, 1998.

The Board of Directors adopted the following mission statement as the standard for
veterans homes:

The mission of the Veterans Homes Board is to oversee and guarantee high quality
- health care for veterans and dependents in its care.

This mission is demonstrated by:
o Targeting services to veterans with special needs;

e Supporting research and education in geriatrics and long term care;

s Providing a therapeutic environment that encourages resident independence,
respects individuality, and promotes self worth and well being;

o Continuous evaluation of care and services to be responsive to changing needs;

e Managing the Minnesota Veterans Homes with honesty, integrity, and cost
effectiveness;

e Recognizing employees for their contributions; and

e Working cooperatively with the medical communities.

TRENDS, POLICIES AND OTHERS ISSUES AFFECTING THE DEMAND FOR
SERVICES, FACILITIES, OR CAPITAL PROGRAMS:

Minnesota currently has 44,912 licensed skilled long term-care beds. If 1 of every 8
of these beds were filled by veterans, 5,614 beds would be needed. If 25% of these
veterans were not suitable candidates for contemporary private long term care, the
veterans home would need 1,404 skilled care beds to meet the state’s veteran
population need. The veterans homes (Minneapolis, Silver Bay, Luverne, and
Fergus Falls) will be licensed for 605 skilled-care long term beds by January, 1998.
The mission statement of the veterans homes reflects the knowledge that we are
focused on providing care for those "veterans with special needs" that cannot or are
not being met in contemporary skilled long term care facilities. Our programs are
specialized to our veterans’ needs. We continue to evaluate our services on an
ongoing basis to ensure that the care and services provided are appropriate to our
mission and responsive to the changing special needs of the veterans’ community.

Our waiting lists currently have over 150 applicants that have applied for admission.

The homes are licensed for:

Board & Care Beds  Skilled Care Beds

Minneapolis 194 346

Hastings 200

Silver Bay 89

Luverne ' 85

Fergus Falls _ 85"
total beds 394 605

* The Fergus Falls Veterans Home will be opened in January 1998.

Over 75% of our current skilled care residents have come to us from other medical
care facilities; 61% of these facilities were contemporary private long term care
facilities, and the other 39% were from acute care settings.

The veterans homes are different from contemporary private long term care
facilities. Our population is predominantly mate, not female. The average age of our
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Fiscal Years 1998-2003
Dollars in Thousands ($137,500 = $138 thousand)

residents is 73, not 81. Our top 10 chronic conditions differ as well. For example,
our most frequent chronic condition is alcohol abuse at 43% while theirs is
osteo-arthrosis at 32%. Our average length of stay is 4 years, compared to 14
months in other facilities.

The United States Department of Veterans Affairs (USDVA) report "Caring for the
Older Veteran" highlights the growth trends of veterans care needs. This report
states that "the aging trend in the veteran population because of its unique
composition is challenging the nation’s health systems. Veterans tend to cluster in
age groups related to service in major conflicts. In 1990, 1 of 4 veterans were 65
years of age or older; by 2000, the figure will become 1 of 3; and by 2020, the figure
will reach nearly 1 of 2 veterans. Aging is known to bring a whole new set of health
and economic problems, problems which will affect the veteran population similarly
to the general population.”

The Department of Administration’s 1989 Management Analysis Division report,
titted "The Need for Additional Veterans Nursing Homes in Minnesota," concurred
that veterans who will be in need of our nursing care services will continue to grow.

Year Minnesota Veterans  # Needing Care % Needing Care
1989 485,362 4,120 8%

1995 446,464 5,336 1.2%

2000 413,421 6,709 1.6%

2010 347,440 9,082 2.6% -
2020 285,859 8,941 3.1%

The 5 Minnesota Veterans Homes are located in Minneapolis, Hastings, Silver Bay,
Luverne, and Ferfus Falls (which is scheduled to begin taking residents in January,
1998.) The residents of our homes are predominantly male veterans who served in
World War ll. Over the next few years we will see this population change to Korean
Conflict veterans. This shift will bring additional challenges in caring for our
residents’ needs. One of these challenges will be the increase of female veterans.

Complicating all of the above are the shrinking services offered to our residents from
the Veterans Administration Medical Center (VAMC). The U.S. Department of
Veterans Administration, like other federal agencies, is experiencing cut-backs.
These cutbacks result in earlier hospital discharges, fewer medical support services,
increased costs for services provided, and less research on the long term care
needs of veterans.

The Board of Directors has identified the issues facing our homes over the next few
years. The immediate issues are to bring our 2 older homes (Minneapolis and
Hastings) up to current health care, life safety, and fire code standards and into
-compliance with the Americans With Disabilities Act (ADA) Standards.

PROVIDE A SELF-ASSESSMENT OF THE CONDITION, SUITABILITY, AND
FUNCTIONALITY OF PRESENT FACILITIES, CAPITAL PROJECTS, OR ASSETS:

The Minneapolis home is in poor condition. The campus is licensed for 540
residents but is currently able to only serve 423. The campus has not had an
adequate repairs and betterments operating budget for several bienniums. The
buildings in which we provide services to our residents are showing the effects of
this neglect. Since the home is a historic site, repairs are costly and beyond the
scope of current operating budgets.

The Hastings home is in fair condition even with its low operating budget for repairs
and betterments. This campus, however, has immediate problems in the following
areas that must be solved: life safety, fire safety, asbestos, underground tank
storage, ADA, Minnesota Pollution Control citations, and hazardous chemicals
removal. Correction of these issues will conserve energy and also protect the
environment.

The Silver Bay home was converted from an elementary school into a skilled care
nursing home. The home, located in northeast Minnesota, lacks storage space for
supplies and space to house vehicles not in use or needing maintenance.
Additionally, there is a need for a maintenance workshop to allow servicing of
equipment currently used in the home.

The Luverne home opened for residents on 01/24/94. This home is new
construction.

Construction of the new Fergus Falls home has just been completed and the facility
is scheduled to begin taking residents in January, 1998.

DESCRIBE THE AGENCY’S LONG-RANGE STRATEGIC GOALS AND CAPITAL
BUDGET PLAN:

The agency’s long range strategic operating plans and capital budget goals are to
ensure that each of our homes is able to provide the highest quality of care to our
residents in a therapeutic, highly adaptive and dignified environment.

In order to meet these goals, we must ensure that each veterans home is in good
operating condition. If a home requires renovation or new construction, we will
analyze the need, review the options, and request the funding required to meet the
need. If the project qualifies for federal funding or participation, we will seek
legislation authorizing us to request such assistance.

In 1988, when the current Board of Directors was created, the Minneapolis and
Hastings Veterans Homes were already in need of campus upgrading and
renovation. The board and the homes have previously requested funding for the
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renovations and upgrading necessary for both of these campuses. Several studies
have been completed that clearly demonstrate the need for these projects.

Minneapolis. The 109 year old Minneapolis campus encompasses 53 acres of
grounds and 18 buildings. As a result of insufficient maintenance budgets over the
last 30 years, 5 major buildings on the campus have had to be closed to our
residents. These closures have resulted in the loss of more than 100 needed beds
over the past 7 years. Lack of maintenance funding also led to the closure of the
steel arch bridge, the only state-owned access to and from the campus itself. This
bridge was the original entrance to the campus. Due to the deteriorating condition
of the bridge, it has been closed to vehicular traffic for many years. The home’s
main water lines run across this bridge. Contracts have been awarded and work
has begun on a $30.372 million dollar campus renovation that should be completed
in November, 1999. In the fall of 1996, an additional $5.240 million in infrastructure
deficiencies was identified. The 1997 legislature funded $1.270 million of the most
critical needs and recommended the balance be funded through the 1998 capital
process. The Department of Administration’s Division of State Building Construction
now estimates the cost of remaining critical needs at $6.341 million.

Hastings. The renovation of the Hastings power plant will require a 1998 request of
$5.713 million and $2.404 million in 2000. The project includes boiler replacement,
asbestos abatement, a new condensation/feed water system, lead paint abatement,
building refinishing, both interior and exterior, and heating and plumbing
improvements. The Hastings campus is also in need of renovation to 4 of its main
campus buildings and surrounding sites which will require requests in 2000 and
2002 totalling $4.000 million.

The Silver Bay Veterans Home is in need of a garage/storage/maintenance shop
addition to store and maintain vehicles, equipment, and supplies. This need will
require a request of $368 thousand in 2000.

AGENCY PROCESS USED TO ARRIVE AT THESE CAPITAL REQUESTS:

The Board of Directors has established a Building and Maintenance committee.
This committee is charged with monitoring the physical needs of our campuses.
The mission and programs for this agency serve a targeted population. The
Building and Maintenance committee assures the facilities meet the long range
goals of the agency.

The current capital budget request has been reviewed and recommended by the
homes and the board. The priorities were reviewed using the following goals:

e Quality patient care. This includes both the services available to the residents and
the environment that the residents reside or utilize.

e Maintenance and protection of the physical plant. This includes correcting current
deficiencies and maintaining the integrity of the physical plant.

o Adequate, viable infrastructure support. This includes providing management with
the tools necessary to ensure efficient operation of the homes.

The homes have completed their capital budget requests, utilizing the following
studies: The Long Range Planning Study, Hastings and Minneapolis Campuses;
the Historic Structures Report, Minnesota Veterans Home, Minneapolis Campus; An
Analysis of the Need for Additional Veterans Nursing Homes in Minnesota 1989; the
Veterans Administration, Caring for the Older Veteran; and the Reconstruction Study
Report, Veterans Home Steel Arch Bridge.

The Long Range Planning Study was requested by the Legislature in the 1991
Session. The Historic Structures report and the Reconstruction Study Report,
Veterans Home Steel Arch Bridge were completed with bonding funds authorized in
the 1990 Session.

The Long Range Planning Study and the Historic Structures Report contain a
building by building evaluation of alil buildings at the Minneapolis and Hastings
veterans homes. These evaluations detail the condition of the buildings, the
asbestos content, and the modification needed to comply with ADA standards. The
study also includes long range strategic plans for the Minneapolis and Hastings
veterans homes’ renovations, remodeling, and new constructions. These plans, if
implemented, will not only bring the homes into compliance with current health care,
life safety standards but will also improve the service delivery to our residents by
consolidating services by area within the campuses.

AGENCY CAPITAL BUDGET PROJECTS DURING THE LAST SIX YEARS
(1992-1997):

The Minneapolis renovation project ($12.888 million in state funding to date) is now
under way and is scheduled to be completed in November 1999. The project
includes the complete renovation of buildings 6,9,1,2, and 4, portions of buildings 16
and 17, and the Minnehaha steel arch bridge.

The $1.162 million project to replace windows, repair the roof, and reconfigure the 8
person dorms in building 23 at the Hastings Veterans Home was completed in 1996.

Replacement of the electric generator at Hastings is scheduled to be completed by
December, 1997. This project is being completed with asset preservation funding
($500 thousand in 1996).

The Silver Bay dementia unit wander area project ($240 thousand) is currently out
for bids.
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Veterans Homes Board
Minneapolis Infrastructure

AGENCY CAPITAL BUDGET REQUEST :
Fiscal Years 1998-2003

Project Narrative

Dollars in Thousands ($137,500 = $138 thousand)

PROJECT LOCATION: 5101 Minnehaha Avenue South, Minneapolis
AGENCY PROJECT PRIORITY: 1 of 2
1998 STATE APPROPRIATION REQUEST: $6,341

PROJECT DESCRIPTION:

$6.341 million is requested for infrastructure improvements to tunnels and
associated piping systems on the campus of the Minneapolis Veterans Home.
Engineering investigations to assess the adequacy of the utility services on the
campus have identified a number of deficiencies in the existing utility systems,
including leaks in critical steam, water, and condensate pipes: leaking, deteriorating,
and collapsing tunnel structures; root blockage in sewer pipes which no longer have
structural integrity; etc.

PROJECT RATIONALE AND RELATIONSHIP TO AGENCY LONG-RANGE
STRATEGIC PLAN AND CAPITAL PLAN:

The Minneapolis Veterans Home campus consists of 53 acres of grounds with 18
buildings constructed at various times from as early as the 1880s to the 1970s. In
1993, the legislature authorized the Veterans Homes Board to apply for a $30.372
million federal grant, of which $10.630 million would come from state bonding. The
project is to perform substantial renovation of the aging buildings on the site to bring
them up to current code and to rehabilitate them for extended usage well into the
next century.

As part of the original concept of the renovation project, consideration was given to
abandoning the underground utility tunnels, which provide heating, water, and sewer
services for all the buildings on the campus. The early conceptual plan was to
replace these utilities with direct buried piping services to provide the required
upgrades and reliability. However, the design investigation for the remodeling
project revealed that the site conditions were unfavorable for direct buried utilities,
because of the presence of considerable areas of bedrock, which would make direct
buried construction unreasonably expensive. As a result, it was decided that the
existing utility tunnels should remain and be upgraded to provide the required
building services. This situation occurred because state rules apparently do not
allow a full engineering team to be included in the contract for predesign and so the
condition of the campus infrastructure was not reviewed until the design phase of
the campus renovation.

Subsequently, the agency initiated the study "Capital Budget and Pre-Design
Planning for Infrastructure Improvements" which identified the following deficiencies:

e Leaks in water pipes, condensate pipes, and steam pipes.
¢ Leaking, deteriorated tunnel structures.

¢ Water damage to existing pipe supports, pipe insulation, and piping resulting in
collapse of structures.

¢ Collapsing of tunnels between buildings 4 to 16, buildings 4 to 12, and buildings
14A to 10.

¢ Improperly sealed and inaccessible manholes in sewer pipes.

The most critical of the above listed deficiencies were addressed with a 1997
general fund appropriation of $1.270 million. In preparation for the 1998 capital
budget, the Department of Administration’s Division of State Building Construction
investigated the project further and reported in the "1998 Capital Bonding Request
for Infrastructure Repairs & Reconstruction at Minneapolis Veterans Home" the
additional critical needs:

Replace existing low pressure steam boilers.

Rebuild existing boiler stack.

Provide new pump house for servicing sanitary sewage lift station.

Provide new roof structure and membrane for water heater mechanical room.
Rebuild retaining wall adjacent to sanitary sewer lift station.

e Replace fallen bricks and perform tuck pointing on Building 14A and adjacent
Storage Building.

IMPACT ON AGENCY OPERATING BUDGETS (FACILITIES NOTE):

The nature of these infrastructure improvements should not have any significant
impact on the ongoing operating costs of the facility. Failure to provide this funding
could result in the closure or evacuation of the facility due to a system failure.

OTHER CONSIDERATIONS:

The campus is in the midst of a $30.4 million renovation project with $19.7 million in
federal funding. The terms of the federal grant require that the facility remain
operating as a veterans home through 2012. The loss of water, sewer, or electrical
service during that period and the resulting closure of the facility would require a full
repayment , with interest, to the federal government.

PROJECT CONTACT PERSON, TITLE, ADDRESS, PHONE, FAX, AND E-MAIL:
Douglas Rickabaugh, Financial Management Director

122 Veterans Services Building

20 W. 12th St.

St. Paul, MN 55155

Phone: (612) 297-5253

Fax: (612) 296-6177

E-mail: dorickab@mvhmail.mvh.state.mn.us
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Fiscal Years 1998-2003
Dollars in Thousands ($137,500 = $138 thousand)

Project Cost

TOTAL PROJECT COSTS Project Costs Project Costs Project Costs Project Costs Project Costs Project Start Project Finish
All Years and All Funding Sources All Prior Years FY 1998-99 FY 2000-01 FY 2002-03 All Years (Month/Year) (Month/Year)
1. Property Acquisition
Land, Land and Easements, Options $0 $0 $0 $0 $0
Buildings and Land 0 0 0 0 0
SUBTOTAL 0 0 0 0 0
2. Predesign SUBTOTAL 43 0 0 0 43 10/1996 12/1999
3. Design Fees SN i
Schematic 19 78 0 0 97 07/1998 10/1998
Design Development 25 104 0 0 129 07/1998 10/1998
Contract Documents 58 233 0 0 291 07/1998 10/1998
Construction Administration 25 104 0 0 129 07/1998 10/1998
SUBTOTAL 127 519 0 0 646 S e ChT
4. Project Management 10/1998 04/2001
State Staff Project Management 0 0 0 0 0
Construction Management 85 346 0 0 431
SUBTOTAL 85 346 0 0 431
5. Construction Costs 10/1998 04/2001
Site & Building Preparation 0 0 0 0 0
Demolition/Decommissioning 0 0 0 0 0
Construction 0 0 0 0 0
Infrastructure/Roads/Utilities 962 4,075 0 0 5,037
Hazardous Material Abatement 0 0 0 0 0
Construction Contingency 96 686 0 0 782
SUBTOTAL 1,058 4,761 0 0 5,819
6. Art SUBTOTAL 0 0 0 0 0
7. Occupancy
Furniture, Fixtures and Equipment 0 0 0 0 0
Telecommunications (voice & data) 0 0 0 0 0
Security Equipment 0 0 0 0 0
Commissioning 0 0 0 0 0
SUBTOTAL 0 0 0 0 0
8. Inflation
Midpoint of Construction 01/2000
Inflation Multiplier 12.70% 0.00% 0.00% B B
Inflation Cost SUBTOTAL 715 0 0 715
9. Other SUBTOTAL 0 0 0 0
GRAND TOTAL $1,313 $6,341 $0 $0 $7,654
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AGENCY CAPITAL BUDGET REQUEST

Fiscal Years 1998-2003

Project Detail

SOURCE OF FUNDS FOR
DEBT SERVICE PAYMENTS Percent of
(For bond-financed projects) Amount Total
General Fund 6,341 100.0%
User Financing 0 0.0%

STATUTORY AND OTHER REQUIREMENTS
Project applicants should be aware that the following requirements

will appl

to their projects after adoption of the bonding bill.

No

MS 16B.335 (1a): Construction/Major
Remodeling Review (Legislature)

CAPITAL FUNDING SOURCES | Prior Years | FY 1998-99 | FY 2000-01 | FY 2002-03 TOTAL
State Funds :
G.0 Bonds/State Bldgs 0 6,341 0 0 6,341
General 1,270 0 0 0 1,270
. State Funds Subtotal 1,270 6,341 0 0 7,611
Agency Operating Budget Funds 43 0 0 0 43
Federal Funds 0 0 0 0 0
Local Government Funds 0 0 0 0 0
Private Funds 0 0 0 0 0
Other 0 0 0 0 0
TOTAL 1,313 6,341 0 0 7,654
IMPACT ON STATE Current Projected Costs (Without Inflation)
OPERATING COSTS FY 1998-99 | FY 1998-99 | FY 2000-01 | FY 2002-03 | FY 2004-05
Compensation -- Program and Building 36,560 36,560 36,560 36,560 36,560
Operation
Other Program Related Expenses 6,528 6,528 6,528 6,528 6,528
Building Operating Expenses 1,622 1,622 1,622 1,622 1,622
State-Owned Lease Expenses 0 0 0 0 0
Nonstate-Owned Lease Expenses 0 0 0 0 0
Expenditure Subtotal 44,710 44,710 44,710 44,710
Revenue Offsets 0 0 0 0
TOTAL 44,710 44,710 44,710 44,710
Change from Current FY 1998-99 0 0 0 0
Change in F.T.E. Personnel} - 000 0.0 0.0 0.0 0.0
PREVIOUS STATE CAPITAL APPROPRIATIONS FOR THIS PROJECT (Legal Citations) Amount
Laws of Minnesota (year), Chapter, Section, Subdivision
Laws of Mn 1997, Chapter 203, Art. 1, Sec. 14 1,270

No MS 16B.335 (1b): Project Exempt From This
Review (Legislature)

Yes MS 16B.335 (2): Other Projects (Legislative
Notification)

No MS 16B.335 (3): Predesign Requirement
(Administration Dept)

No MS 16B.335 (4): Energy Conservation
Requirements (Agency)

No MS 16B.335 (5): Information Technology Review
(Office of Technology)

No MS 16A.695: Use Agreement Required
(Finance Dept)

No MS 16A.695: Program Funding Review
Required (Agency)

No Matching Funds Required (as per agency

request)
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Dollars in Thousands ($137,500 = $138 thousand)

Project Analysis

Department of Administration Analysis:
Predesign does not apply to projects of this nature.
Department of Finance Analysis:

This project request outlines the necessary repairs and improvements to the
campus infrastructure as anticipated in the 1997 emergency request. Engineering
analysis of the systems since that initial request have identified repairs that are
critical in order that the system can maintain the necessary capacity to support the
demands placed on it. The critical nature of this request is reflected in the statewide
strategic score.

Governor's Recommendation:

The Governor recommends general obligation bonding of $6.341 million for this
project.

STATEWIDE STRATEGIC SCORE

Criteria Values Points

Critical Life Safety Emergency - Existing Hazards | 0/700 0
Critical Legal Liability - Existing Liability 0/700 0
Prior Binding Commitment 0/700 0
Strategic Linkage - Agency Six Year Plan 0/40/80/120 120
Safety/Code Concerns 0/35/70/105 105
Customer Service/Statewide Significance 0/35/70/105 70
Agency Priority 0/25/50/75/100 100
User and Non-State Financing 0-100 0
State Asset Management 0/20/40/60 60
State Operating Savings or Operating Efficiencies | 0/20/40/60 0
Contained in State Six-Year Planning Estimates 0/25/50 0

TOTAL 700 Maximum 455
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Hastings Power Plant & Mech. System Renovation

AGENCY CAPITAL BUDGET REQUEST
Fiscal Years 1998-2003

Project Narrative

Dollars in Thousands ($137,500 = $138 thousand)

PROJECT LOCATION: 1200 East 18th Street, Hastings
AGENCY PROJECT PRIORITY: 2 of 2

1998 STATE APPROPRIATION REQUEST: $5,713
PROJECT DESCRIPTION:

This project consists of the renovation of the existing power plant, the boiler, and
related support services delivery systems. It will be completed in 2 phases. This
request is for phase | and includes: replacing the deteriorating mechanical supply
lines which transfer steam to several residential buildings on the campus, replacing
the boiler; abating asbestos; installing a new condensation/feed water system;
abating lead painted surfaces; refinishing the building’s interior and exterior
surfaces; and upgrading the heating and plumbing.

A failure in the facility heating system would require an emergency evacuation of the
home with all the associated negative impacts on the wellbeing of residents. Failure
to have an adequate boiler system would place the facility in violation of many state
and federal statutes, rules, and regulations. In addition, a failed boiler system would
be a violation of the Life Safety Code. Revocation of the license to operate a
boarding care facility could also result from the failure of the campus’ boiler system.

The second phase of the project, totaling $2,404 million, will be requested in the
2000 capital budget and includes HVAC improvements and electrical upgrades.

PROJECT RATIONALE AND RELATIONSHIP TO AGENCY LONG-RANGE
STRATEGIC PLAN AND CAPITAL PLAN:

This project ensures that critical utility services are provided on the campus so that a
reliable, safe environment is maintained for the residents.

The 1920 vintage facility converted to high pressure steam operation in 1958 and
remained so until 1986 when the 2 remaining boilers were converted to low pressure
to conserve energy and reduce operating costs. However, this conversion
abandoned a considerable amount of equipment and piping inside the power plant.
The system continues to operate with high pressure return pumps and other
accessories that are no longer needed for low pressure operation. Boiler #3 was
damaged by an explosion and will be replaced in the fall of 1997 using CAPRA
funds. Boiler #1 was condemned in the spring of 1997 which left boiler #2 as the
only operating boiler for the 1997-98 heating season. The existing operational boiler
has pitted tubes from many years of service and the conversion from high to low
pressure has caused further damage to the tubes; leaving it irreparable. This
request would replace boiler #2 and upgrade the steam and condensate lines. This
request would also include the permanent installation of the boiler that was

purchased with CAPRA funds and temporarily installed outside the building, on an
emergency basis, in September, 1997. ’

The steam and condensate lines that pass through tunnels furnishing heat to all of
the buildings on the campus are in need of repair. Expansion joints in the tunnels
and throughout the power plant need to be replaced. The tunnel system is in need
of repairs, with spalling happening in certain areas and some portions of the tunnel
in a state of collapse. The repair and upgrade of the heating support lines in these
tunnels would furnish the campus buildings with reliable steam.

Other power plant options considered included installing boilers in each building.
However, this option would not eliminate the expense of demolition and hazardous
waste removal in the present power plant. The installation of new boilers in the
current power plant will be considerably less expensive than installing separate
boilers in each building. Further, retaining duel fuel boilers reduces heating costs
40% by allowing the continued purchase of interruptible gas. It would be impractical
to install small buried fuel oil tanks at each building location.

Removal of abandoned equipment is necessary to provide space for installation of
new equipment and piping.  The majority of demolition expense will be for
hazardous waste removal which will also include abatement of lead paint. Many
painted surfaces have peeling paint. Asbestos insulated pipes and equipment
would interfere with abatement of lead paint. Abandoned materials and abatement
problems have caused delays and increased expense when performing service or
repairs in the power plant. In addition, there is increased risk to facility residents
when emergency repairs must be delayed to perform abatement. As such,
complete demolition and abatement is needed to efficiently renovate the power
plant.

Power plant and mechanical system renovation cost estimates were developed by
the Department of Administration based on their experience with similar projects and
their recommendations regarding what scope of work is required at this time.

IMPACT ON AGENCY OPERATING BUDGETS (FACILITIES NOTE):

New boilers with the mechanical support system should increase plant efficiency
and reliability and reduce fuel consumption 10% to 15%. In addition, a substantial
reduction in electrical demand will result from boiler and condensate pump
replacement. Low pressure boiler and condensate pumps are expected to reduce
power plant electrical motor loads by as much as 50 horsepower. Energy reductions
for fuel and electricity could be as much as $5 thousand to $10 thousand per year.
It should be noted that the need to reestablish necessary mechanical systems,
rather than energy savings, is the prime motivation for this power plant renovation.
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Project Narrative

OTHER CONSIDERATIONS:

None.

PROJECT CONTACT PERSON, TITLE, ADDRESS, PHONE, FAX, AND E-MAIL:

Douglas Rickabaugh, Financial Management Director
122 Veterans Services Building

20 W. 12th St.

St. Paul, MN 55155

Phone: (612)297-5253

Fax: (612)296-6177

E-mail: dorickab@mvhmail.mvh.state.mn.us
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AGENCY CAPITAL BUDGET REQUEST

Fiscal Years 1998-2003
Dollars in Thousands ($137,500 = $138 thousand)

Project Cost

TOTAL PROJECT COSTS Project Costs Project Costs Project Costs Project Costs Project Costs Project Start Project Finish
All Years and All Funding Sources All Prior Years FY 1998-99 FY 2000-01 FY 2002-03 All Years (Month/Year) (Month/Year)
1. Property Acquisition
Land, Land and Easements, Options $0 $0 $0 $0 $0
Buildings and Land 0 0 0 0 0
SUBTOTAL 0 0 0 0 0
2. Predesign SUBTOTAL 0 0 0 0 0
3. Design Fees T
Schematic 0 53 24 0 77 07/1998 10/1998
Design Development 0 71 31 0 102 07/1998 10/1998
Contract Documents 0 160 71 0 231 07/1998 10/1998
Construction Administration 0 71 31 0 102 07/1998 10/1998
SUBTOTAL 0 355 157 0 512 L S
4. Project Management 04/1999 10/2000
State Staff Project Management 0 0 0 0 0
Construction Management 0 200 50 0 250
SUBTOTAL 0 200 50 0 250
5. Construction Costs 04/1999 10/2000
Site & Building Preparation 0 0 0 0 0
Demolition/Decommissioning 0 0 0 0 0
Construction 0 2,795 1,565 0 4,360
Infrastructure/Roads/Utilities 0 650 0 0 650
Hazardous Material Abatement 0 480 0 0 480
Construction Contingency 0 589 235 0 824
SUBTOTAL 0 4,514 1,800 0 6,314
6. Art SUBTOTAL 0 0 0 0 0
7. Occupancy
Furniture, Fixtures and Equipment 0 0 0 0 0
Telecommunications (voice & data) 0 0 0 0 0
Security Equipment 0 0 0 0 0
Commissioning 0 0 0 0 0
SUBTOTAL 0 0 0 0 0
8. Inflation
Midpoint of Construction 01/2000 06/2001
Inflation Multiplier 12.70% 19.80% 0.00%
Inflation Cost SUBTOTAL 644 397 0
9. Other SUBTOTAL 0 0 0
GRAND TOTAL $0 $5,713 $2,404 $0 $8,117
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Veterans Homes Board

Hastings Power Plant & Mech. System Renovation

Dollars in Thousands ($137,500 = $138 thousand)

AGENCY CAPITAL BUDGET REQUEST

Fiscal Years 1998-2003

Project Detail

SOURCE OF FUNDS FOR
DEBT SERVICE PAYMENTS Percent of
(For bond-financed projects) -Amount Total
General Fund 5,713 100.0%
User Financing 0 0.0%

STATUTORY AND OTHER REQUIREMENTS
Project applicants should be aware that the following requirements

will appl

to their projects after adoption of the bonding bill.

No

MS 16B.335 (1a): Construction/Major
Remodeling Review (Legislature)

CAPITAL FUNDING SOURCES | Prior Years | FY 1998-99 | FY 2000-01 | FY 2002-03 TOTAL
State Funds :
G.O Bonds/State Bldgs 0 5,713 2,404 0 8,117
State Funds Subtotal 0 5,713 2,404 0 8,117
Agency Operating Budget Funds 0 0 0 0 0
Federal Funds 0 0 0 0 0
Local Government Funds 0 0 0 0 0
Private Funds 0 0 0 0 0
Other 0 0 0 0 0
TOTAL 0 5,713 2,404 0 8,117
iIMPACT ON STATE Current Projected Costs (Without Inflation)
OPERATING COSTS FY 1998-99 | FY 1998-99 | FY 2000-01 | FY 2002-03 | FY 2004-05
Compensation -- Program and 8,418 8,418 8,418 8,418 8,418
Building Operation
Other Program Related Expenses 1,764 1,764 1,764 1,764 1,764
Building Operating Expenses 902 887 887 887 887
State-Owned Lease Expenses 0 0 0 0
Nonstate-Owned Lease Expenses 0 0 0 0
Expenditure Subtotal 11,069 11,069 11,069 11,069
Revenue Offsets 0 0 0 0
TOTAL 11,069 11,069 11,069 11,069
Change from Current FY 1998-99 <15> <15> <15> <15>
Change in F.T.E. Personnel 0.0 0.0 0.0 0.0

No MS 16B.335 (1b): Project Exempt From This
Review (Legislature)

Yes MS 16B.335 (2): Other Projects (Legislative
Notification)

No MS 16B.335 (3): Predesign Requirement
(Administration Dept)

No MS 16B.335 (4): Energy Conservation
Requirements (Agency)

No MS 16B.335 (5): Information Technology Review
(Office of Technology)

No MS 16A.695: Use Agreement Required
(Finance Dept)

No MS 16A.695: Program Funding Review
Required (Agency)

No Matching Funds Required (as per agency

request)
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Veterans Homes Board
Hastings Power Plant & Mech. System Renovation

AGENCY CAPITAL BUDGET REQUEST
Fiscal Years 1998-2003

Dollars in Thousands ($137,500 = $138 thousand)

Project Analysis

Department of Administration Analysis:

Predesign does not apply to this project

Department of Finance Analysis:

The critical nature of this request is reflected in the statewide strategic score. This
project supports the agency’s mission, addresses critical life safety concems for the
residents, and preserves the integrity of the campus’ heating system.

Governor's Recommendation:

The Governor recommends general obligation bonding of $5.713 million for this
project. Also included is a budget planning estimate of $2.404 million in 2000.

STATEWIDE STRATEGIC SCORE

Criteria Values Points

Critical Life Safety Emergency - Existing Hazards | 0/700 0
Critical Legal Liability - Existing Liability 0/700 0
Prior Binding Commitment 0/700 0
Strategic Linkage - Agency Six Year Plan 0/40/80/120 120
Safety/Code Concerns 0/35/70/105 105
Customer Service/Statewide Significance 0/35/70/105 70
Agency Priority 0/25/50/75/100 75
User and Non-State Financing 0-100 0
State Asset Management 0/20/40/60 60
State Operating Savings or Operating Efficiencies | 0/20/40/60 20
Contained in State Six-Year Planning Estimates 0/25/50 0

TOTAL 700 Maximum 450
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